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Wind Powering Gujarat: A White Paper

This white paper articulates mission, status and potential of Wind Power Generation industry in Gujarat compared to India and the World, and suggests strategies for achieving Gujarat’s potential over next 5 years 2006-2011.

Fund-raising is one of the key inputs (and constraints) in realising this potential. This paper specifically addresses fund-raising strategies and TEAM’s role in achieving the same. 

Gujarat was probably the first State in India to recognise Wind Power potential when it set up first Wind Farm on Mandvi sea beach, Kutch in 1986. Dr Rajesh Khajuria was a key team member to establish techno-economic feasibility of this project in 1983. TEAM recently advised State Bank of India on funding a Wind Farm project being set up at Navadra, Dist: Jamnagar by a private party Jayant Agro-Organics Ltd, a listed company with 20% Global market share in caster oil and derivatives manufacturing and export to 50 countries from Gujarat.

Mission of Gujarat

To create a profitable and total environment in Gujarat State conducive to creation, operation and maintenance of 4,000 MW Wind Power Generation in 5 years 2006 – 2011, and attract an investment of Rs 17,000 Crore in the State. 

Achievement

In last 20 years (1986-2006), Gujarat has seen wind farm industry’s growth close to 300 MW by March 2006, out of total 2,500 MW set up in India. 

Tamilnadu also started Wind Power generation almost at the same time that Gujarat started. However, TN is now far ahead of all States in India. See Annexure II: State wise Year wise India’s Wind Power Generation.

Wind Power Potential

Two significant developments in the State are expected to create a surge in the demand for wind power generation to 4,000 to 5,000 MW capacities in Gujarat in next 5 years, if conducive and total environment is created. This will see an investment of Rs 17,000 Crore.

1. Leasing of Government land to private parties (consumer industries) or ‘Developers’ at nominal lease rent @ Rs 10,000 per hectare p.a. on any of the 52 wind farm potential identified locations anywhere in Gujarat. This has already come into effect.

2. Raising Power Tariff from Rs 2.60/Kwh to Rs 3.40/Kwh for sale of electricity to Gujarat Electricity Board (GEB). This is expected in 1 or 2 months.

Strategy to Realise Potential

After careful considerations and past experiences, TEAM suggests following strategies to realise Gujarat’s potential and above mission.

1. Involving leader - stakeholders to attract private sector investments in wind power generation: Technology Suppliers, Banks, Governments, Industries, Electricity Users, Developers, Entrepreneurs, Consultants and Collaborators.

2. Establishing techno-economic viability for various sizes of projects to create 4,000 MW in Gujarat having India’s 1/3rd coastline over next few years.

3. This will pave the way for creating 20,000 MW wind power capacity in India during the same period.

4. Helping industries, developers and investors to raise 70% to 75% funding from Banking, Public, Foreign and Multilateral Agencies.

5. Creating a website to keep all stakeholders updated.

Government Initiatives

Government of India, Ministry of Non-Conventional Energy Sources (MNES), New Delhi recognises Wind Power as technically feasible and one of the highest potential sources for electric power generation in India, emphatically since 1985. A number of benefits have since been announced to encourage investment in Wind Power Generation from Private and Government sectors.

Gujarat Wind Power Generation Policy 2002 encourages setting up of private sector Wind Farms to generate Wind Power on 52 identified locations mainly dotting its 1700 KM coastline, which is 1/3rd of India’s total 5700 KM coastline.

Gujarat Energy Development Agency (GEDA), Vadodara is a nodal agency of Government of Gujarat who regulates and coordinates the Wind Power Generation industry in the entire State. GEDA has field offices at strategic locations to monitor and certify wind power generated and fed into the electricity Grid(s) of Gujarat Electricity Board (GEB).

GEB enters into Power Purchase Agreement (PPA) with private Wind Power Generators in Gujarat as per Government policy with yearly price escalation.

Government Benefits to Wind Power Generating Industries

Wind Power is a ‘Green Power’ generated without pollution in most windy and developed nations of the world including in Europe, USA, Canada, Asia and India. 

To meet the growing energy demands (deficits), Wind Power Generation is encouraged in Private Sector by Central and State Governments through:

· Central Government Benefits:

· 80% Depreciation

· 10-year Income Tax Holiday in a block of 15 years

· 70% Bank Loan from IREDA or any Banks

· Gujarat Government Benefits:

· Gujarat Wind Power Generation Policy 2002:

· Introduction of ‘Developer’ concept for Leasing of Government land to Private parties at nominal cost @ Rs 10,000 / hectare anywhere on about 50 identified windy locations on coastal belt of Gujarat State.

· ‘Power Wheeling’ agreement by GEB (Gujarat Electricity Board) with Private consumer party @ 4% of wind power produced (no cash charges).

· ‘Power Banking’ by GEB for 6 months.

· ‘Power Sales’ Agreement with GEB for selling excess power @ Rs 2.60/Kwh (likely to be raised to Rs 3.40/Kwh plus 15% price rise for 12 years in next couple of months at par with Maharashtra and Tamilnadu), making Wind Farm projects much more viable)

Typical Benefits for a 1.6 MW Rs 7.40 Crore investment Wind Farm Project translates to about Rs 1.25 to 2.00 Crore p.a. in Gujarat.

Technology

Wind Power is generated from Wind Energy Generators (WEGs) or Wind Power Machines, installed on land in windy sites – coastal and hilly areas. Wind Power Machines with various technologies and capacities are available from about 20 ‘approved’ manufacturers or suppliers in India, 75% of whom have technical and/or financial collaborations with mostly European manufacturers like Suzlon, Enercon, Micon and so on. The suppliers have to be ‘approved’ by C-WET (Centre for Wind Energy technology, Chennai) and State Nodal Agency GEDA. ‘Geared’ and ‘Gearless’ are two leading technology WEGs available in India today.

Germany (12,000 MW), USA (8,000 MW), Denmark, Netherlands, UK, and Canada were some of the leading technology suppliers and Wind Power Generators in the world in 2004. 

Developed nations target is to reach 20% of their power needs from wind resources. India’s current production of wind power is less than 2% of its total power generation, indicating huge potential to grow this industry.

New technologies being developed in Europe and USA (2007-2012 and beyond 2012) will see Variable Drive Machines, Off-shore wind farms (installed on sea-bed), Floating Wind Farms (anchored on sea-bed 10 Km away from sea-shore), Residential Wind Machines (1 to 5 KW) and so on.

Fund-Raising for Wind Power Projects

Finance is available in the form of long term loans from Banks and Financial Institutions. IREDA (Indian Renewable Energy Development Agency Ltd) New Delhi is a specialised financial institution to fund Wind Power projects.

Normal terms are 70% term loans @ 8 to 9% interest p.a. with repayment period of 5 years (banks) and 6 to 10 years (IREDA), with equitable mortgage of project property and personal guarantee of promoters / directors. Promoters have to contribute 25% to 30% of Project Cost.

Present practice is, each project needs to assess for its techno-economic viability and then funded by a Bank or financial institution, which takes about 3 to 4 months at a cost of about 0.5% to 1% of project cost.

Dr Rajesh Khajuria and his TEAM Projects & Consultants, approved by several Banks and Financial Institutions in India since 1983, advised State Bank of India on techno-economic viability and funding of a Wind Farm at Navadra, Dist: Jamnagar.

A master finance strategy is proposed to raise necessary funding of Rs 17,000 Crore at a low cost of say 0.1% as under:

Term Loans from a consortium of 20 Banks and FIs @ 70%: Rs 12,000 Crore

Promoters / Investors / Foreign Investment @ 30%:
      Rs   5,000 Crore








    ------------------------

TOTAL






     Rs 17,000 Crore





This translates to about Rs 2,000 Crore term loans in 2006, or average Rs 100 Crore per Bank p.a. with 10% rise every year until 2011, which is quite achievable. Larger Banks like State Bank of India and IREDA could take up larger share, while others may like to take smaller shares as per Annexure I: Consortium of Banks Proposed.

Foreign Investment Component

If we focus on attracting Foreign Investment in the Wind Power sector, the proposed fund-raising options could take a new shape as under:

Term Loans from a consortium of 20 Banks and FIs @ 50%: 
  Rs 8,500 Crore

Foreign Direct Investment or Multilateral Agencies Loans @ 25%: Rs 4,250 Crore

Promoters / Investors Investment @ 25%:
      

  Rs 4,250 Crore








     
----------------------

TOTAL






     
 Rs 17,000 Crore


TEAMPro Limited, London (UK) could work on attracting FDI in Wind Power sector in Gujarat and India.


TEAM

TEAM Projects & Consultants (www.TeamPro.org) was set up by Rajesh Khajuria in 1983, which was soon approved by State Bank of India, IDBI, Central Bank, Canara Bank, Dena Bank, SISI Ministry of Industry, CDC Ministry of Science & Technology and various other Banks and Governments to advise on industrial / regional / skill development, techno-economic viability for project funding and performance improvement of all industries in India.

TEAM in India has advised on setting up over 215 projects, generating investment to the tune of Rs 10 billion, that included Wind Power, Hydro Power and Water management projects, apart from a number of industries from electrical to engineering, machine building, textile, oil, chemical, pharmaceutical, mineral, electronic, consumer, hotel, hospital, amusement and leisure sectors. 

In 2005, TEAMPro Limited was incorporated in London (UK) to advise UK and NRI businesses and Banks on fund-raising and funding viable projects, and offer Strategic Advice to expand from local to international markets. TEAMPro recently launched UK2India Program (www.UK2India.org.uk) with British Chambers of Commerce for increasing bilateral trade and investment between UK and India.

Consortium to Wind Power Gujarat and India

TEAM proposes to form a consortium of leader stakeholders to advise, fund and implement Wind Powering Gujarat, with the ultimate mission of Wind Powering India.

The members of Wind Power Consortium are proposed as under:

· TEAM, Vadodara (India) and UK

· GEDA, Vadodara

· Banks as per Annexure II

· IREDA, New Delhi

· Technology Suppliers & Collaborators

· Developers / Investors

· Consumer Industries

· MNES, New Delhi (for Wind Powering India)

· C-WET, Chennai (for Wind Powering India)

· Residential Customers (future)

· NGOs promoting Wind Power (future)

Action

TEAM as independent and Bank approved consultants, shall have the mandate to carry out following assignments:

· Preparation of Techno-economic viability (TEV) studies for various sizes of Wind Power (Wind Farm) Projects with great potential in Gujarat. 

· These TEV Study Reports shall be submitted to the consortium banks for pre-approval as viable projects with ready funding / term loan proposals.

· Viable projects and entrepreneurs shall have easy access to bank loans / funding from consortium of Banks as per their respective norms.

· TEAM shall act as Consultants to Wind Power industry.

· Wind Farm projects shall be implemented by GEDA and C-WET approved technology / machinery suppliers on turnkey basis.

Contact

Interested organisations may contact for joining the Wind Powering Consortium.

Dr Rajesh Khajuria, TEAM

Annexure-I                                

Consortium of Banks Proposed for Funding Wind Power Projects

State Bank of India

IREDA (Indian Renewable Energy Development Agency)

Central Bank of India

Dena Bank

Canara Bank

Union Bank

Corporation Bank

ICICI Bank

HDFC Bank

ABN Amro Bank

HSBC

Citibank

American Express Bank

Standard Chartered Bank

Other Banks

Annexure-II

	                               State wise Year Wise India’s Wind Power Generation (Source: C-WET, Govt of India, Chennai)
Sl.
No. 
State
Upto 
March
1992
During
1992
- 93 

During
1993
- 94 
During
1994
- 95
During
1995
- 96
During
1996
- 97
During
1997
- 98 
During
1998
- 99 
During
1999
- 00
During
Apr.2000
-
Mar.2001
During
Apr.2001
-Mar.2002
During
Apr.2002
-
Mar.2003
During
Apr.2003
-
Mar.2004
As On
Mar.
31, 2004 
1

Andhra
Pradesh 

0.550

0.000

0.000

5.425

38.925

9.390

1.500

6.000

6.000

3.800

0.700

0.000

6.200

98.800

2

Gujarat

14.515

1.630

10.625

37.745

51.158

31.137

20.100

0.000

0.000

0.000

0.000

6.200

28.900

202.000

3

Karnataka

0.550

0.000

0.000

0.000

2.025

3.270

11.165

2.625

14.590

10.400

24.000

55.700

84.900

209.200

4

Kerala

0.000

0.000

0.000

0.000

2.025

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

2.000

5

Madhya 
Pradesh 

0.590

0.000

0.000

0.000

6.300

2.700

2.700

6.155

4.140

0.000

0.000

0.000

0.000

22.600

6

Mahara-
sthra

1.100

0.000

0.000

1.500

0.000

2.770

0.225

23.340

50.345

110.600

209.400

2.000

6.300

407.400

7

Rajasthan

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

2.000

5.300

8.800

44.600

117.800

178.500

8

Tamil 
Nadu 

22.310

11.070

50.465

190.865

281.680

119.765

31.140

17.765

45.675

41.900

44.900

132.800

371.300

1361.600

9

West 
Bengal 

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.500

0.600

0.000

0.000

1.100

10

Others

1.565

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

TOTAL
41.180
12.700
61.090
235.535
382.113
169.032
66.830
55.885
143.000
172.500
287.400
241.300
615.300
2483.200
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